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KEY ECONOMIC INDICATORS 1972 R.O.1=$2.60571 
1973/4/5 R.O.1= 
$2.89524 
(Values in millions of US dollars) 


1972 1973 1974 1975 


INCOME AND PRODUCTION 
GNP at Current Prices 331.7 395.8 1400 ,.OE 1600, 0E 
Crude Oil Production 
(000 b/d) 282.0 293.0 296.0 340.0 


MONETARY STATISTICS 
Money Supply (currency 
and demand deposits) 
Quasi-money (time and 
savings deposits) 


GOVERNMENT FINANCE 
Revenues (budgeted) 
Expenditures (budgeted) 
Civil Development 
Surplus or Deficit 


TRADE AND BALANCE OF 
PAYMENTS 


Net Oil Sector 129.2 172.7 750.5 1200,0E 
Other Exports 1.0 1.7 1.2 3,0 
Imports (160.5) (233.49) (711.7) (1200,0)E 
Remittances and Other 

Outflows (310.1) (3147) (69.8)  (100.0)E 
Current Account 

Balance 40.4 -91,2 29,2 -100,0E 
Gross Official Re- 

serves 164.1 108.6 185.9 206 .2* 
Commercial Bank Assets 44.9 37.9 =66.0 -160,8* 
Net Foreign Assets 209.0 146.5 119.9 45.4* 
Imports from US (FOB) 6.6 9.1 36.5 49 .6** 
Exports to US (FOB) 2.8 13.41 20.8 14,2** 


Note: The oil sector is treated as non-resident due to the 
unavailability of complete data regarding its transactions, 
E = Estimated 

* = As of June 30, 1975 

** = As of July 31, 1975 


Sources: Department of National Statistics, Government of 
Oman; International Bank for Reconstruction and 


Development; Central Bank of Omanj US Department 
of Commerce, 





SUMMARY 


Increased oil production and a greater government share 
in petroleum earnings helped Oman continue its sustained 
economic growth in 1975. The Oman government's gener- 
ally expansionary fiscal policy remained the primary in- 
petus to economic development. The rapid building of 
roads, ports, housing, and public buildings continued 
to fuel the country's real estate and construction boon, 
Some progress was made in improvement of agriculture, 
fisheries, and the start of light industry ventures, 


Yet 1975 was also marked by caution and curbs on spending 
by the Oman government, Fewer new projects were initia- 


ted. Since Oman was faced with a growing budget deficit 
and a widening trade gap, the government reorganized its 
institutional framework for project evaluation and con~ 
trol of expenditures, A Central Bank was established to 
provide more structure for financial decision-making. 


Oman continues to grow in importance not only as an exe 

port market but as an opportunity for American firms to 

provide technical assistance in infrastructure develop- 

ment. Prospects are excellent for the sale of oil field 
equipment, electrical appliances, foodstuffs, and build- 
ing materials. 





aha 
CURRENT ECONOMIC SITUATION AND TRENDS 


THE PETROLEUM SECTOR 


The petroleum sector remains the mainstay of Oman's cur- 
rent economic prosperity. Government operating revenues, 
almost entirely derived from petroleum, rose 28 per cent 
in 1975 from 1974, while overall per capita income contin-«~ 
ued its substantial climb, The Oman government now con- 
trols 60 per cent of Oman's only oil-producing company, 
Petroleum Development (Oman) Ltd. PD(O) buys back most 
ef the government's participation oil for resale to Shell 
(85 per cent) and Compagnie Francaise des Petroles (15 
per cent), while about 40,000 barrels a day are sold dir- 
ectly by the government to a Japanese company, C. Itoh. 


Petroleum production increased in 1975 and is expected to 
hit a peak during 1976. Output increased from 296,000 
barrels a day in 1974 to an average of 340,000 barrels a 
day in 1975, Production should reach an average of 
380,000 barrels a day in 1976 but will decline thereafter 
unless there is substantial production from new fields. 
Known reserves are expected to be depleted within 16 years. 
Although not a member of OPEC, Oman generally follows 
pricing decisions of that organization and plans to match 
the 10 per cent price increase for crude oil initiated by 
OPEC in October. 


Despite modest new production from the Ghaba and Lekhwair 
fields, PD(O) does not plan much more drilling in northern 
Oman, since overall petroleum reserves in that area are 
declining. PD(O) plans to put the bulk of its exploration 
efforts in the southern province of Dhofar, since a linm- 
ited quantity of high-sulphur oil has already been dis- 
covered there, and it is believed that the Amal field in 
Dhofar may hold significant reserves of high-viscosity 
crude. However, the very high cost of extracting this 
heavy oil could hinder its full exploitation, 


Offshore, Sun Oil Company has already found some indica- 
tions of a possible oil-bearing structure near Masirah Is~ 
land, and the company plans further drilling during 1976. 
The French oil firm ELF/ERAP is drilling off the shore of 
the Musandam Peninsula. The Oman government is negotiating 
the resale to foreign oil companies of the Sunaina field, 
which had been previously relinquished by PD(O). 


There are a number of pending preposals to make use of 
the associated natural gases from oil production acti- 
vities which are now mostly being flared. The flow of 
gas may not be sufficient to sustain a real export in-~ 
dustry, but processing of gas is feasible for local use 
in running power plants and a new desalinization instal- 
lation. A small oil refinery for processing Omani crude 
is also under consideration, 
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INDUSTRIAL AND AGRICULTURAL DEVELOPMENT 


A large portion of Oman's petroleum revenues are used 

for development of an economic infrastructure, which was 
almost nonexistent until 1970, Education, health, and 
housing projects continued the rapid growth of recent 
years, giving the capital area the appearance of a con# 
struction site. Road construction continues apace both 
along the coast and in the interior, with 500 kilometers 
targeted for construction in 1975-76, Facilities at the 
modern international airport at Seeb (Muscat) are being 
expanded, and new airports are being built in Dhofar and 
several sites in the interior, Seven power plants are 
being constructed in towns outside the capital. A satel- 
lite telecommunications system has just been completed 
near the capital, and a new television station has been 
constructed in Salalah, Dhofar, in addition to the color 
TV network now near Muscat, Despite the construction of 
a 1.5 million-ton port near the capital two years ago, 
port congestion and bottlenecks in Oman are becoming worse, 
and construction of new ports north of Seeb and near Sal- 
alah are under consideration, A large desalinization/ 
power plant was completed in October 1975 near Seeb Airport. 


Agriculture, which has traditionally involved a modest 
growing of dates, limes, lucerne, wheat, and livestock, 
is a priority area for increasing output in order to re- 
duce rising imports of foodstuffs, A cattle breeding 
station has been established in the south, and the 
Omanis are seeking to improve date production for ex- 
port. New agricultural acreage will probably come in 
the hilly interior, as the now-fertile Batinah plain is 
showing signs of excess salinity. 


The Omanis hope to diversify the economy away from its 
almost exclusive dependence on petroleum by developing 
such areas as fisheries, mineral resources, and light 
industry. A five-year development plan for 1976-80 is 
under discussion, The government is giving particular 
encouragement to foreign firms which will produce com- 
modities that reduce the need for imports. Tile, fur- 
niture, and bottling plants have already come on strean, 
and a 300,000-ten capacity cement plant, a flour mill, 
and a grain storage facility are under construction. 

A $3 million contract has been awarded to a New Zealand 
firm to continue introduction of modern methods to 
ecean fishing and fish products storage. Prospects for 
the commercial production of copper are encouraging, 
and there are indications of commercially exploitable 
amounts of manganese, asbestos, and other minerals. 
While government development programs continue to pro- 
vide the primary impetus to economic growth, private 





merchants are starting to broaden their activities away 
from traditional trading toward investment in real 
estate, repair facilities, and light assembly plants. 


Regulation of business by the Oman government has in- 
creased in recent years. Participation by Omani citizens 
in all types of business is now required by law. While 
Oman's economic growth has largely depended upon expat- 
riate managers and workers to compensate for the acute 
labor shortage, the Oman government is now pressing for 
gradual replacement of expatriates by Omani citizens, 

The government has liberalized its tax laws to allow a 
five-year tax holiday for priority industries. At the 
same time, the government is imposing quality control 
standards on new businesses. The Oman government has 
usually preferred participation in joint ventures to 
wholly-owned government firms, although an exception was 
made in the full purchase of the assets of Oman's telephone 
company, which was formerly owned by Cable and Wireless. 


The Oman government has turned to the United Nations and 
the International Bank for Reconstruction and Development 
for assistance in creating a viable infrastructure, Air- 
port and port administration, agriculture and public 
health have received UN technical aid, The IBRD has pro- 
vided a loan for education as well as furnishing advisers 
to the Central Bank, the Education and Agriculture Minis- 
tries, and the Department of Roads in the Communications 
Ministry. 


Oman is explering closer financial and commercial cooper- 
ation with its neighbors in the Gulf, Oman has become a 
charter member of the Gulf Development Bank which was es-~ 
tablished in November 1975 with an initial capitalization 
of $100 million. The Omanis play an active role in Gulf 
Air, a civil aviation company jointly owned by Bahrain, 
Qatar, the UAE, and Oman, 


FINANCE AND FOREIGN TRADE 


Increasing pressure on Oman's finances and foreign re- 
serves has caused a change in the pattern of Oman gov- 
ernment expenditures, Following heavy development and 
defense expenditures, the Oman government began facing 

a shortage of foreign reserves in early 1975, To re-«- 
store banking and business confidence, the Oman govern- 
ment undertook a program of fiscal stringency and sub- 
stantial external borrowing. By the second half of 1975, 
immediate cash problems had largely been solved, 


The Oman government reorganized to reflect a more order- 
ly process of budgeting and financial decisionmaking, 





Three councils--a Petroleum Council, a Development Coun- 
cil, and a Finance Council--were created to make the 
best use of government oil revenues and to impose tighter 
criteria on the selection of projects, The establishment 
of a Central Bank and tougher reserve requirements for 
private banks operating in Oman have already provided a 
more regulated financial framework in contrast to the 
loose controls exercised by the now-disbanded Currency 
Board. The Oman government has centralized the manage- 
ment of operational expenditures in the Directorate Gen- 
eral of Finance. For the first time, the Oman govern- 
ment has published a detailed budget for 1975 and has 
made substantial disclosure of civil recurrent and dev- 
elopment expenditures, 


Since government oil revenues are mostly used for imports 
and payments to foreign contractors, the size of Oman's 
foreign exchange holdings closely reflects the govern- 
ment's budgetary position, Increasingly large government 
budgetary deficits in 1973 and 1974 resulted in a lower- 
ing of net foreign exchange reserves from $220 million in 
1972 to $45 million by the end of June 1975. Public sec- 
tor and commercial imports have risen rapidly in the last 
few years to match the increase in petroleum revenues, 
although government budget stringencies and a satiation 
of demand for luxury goods have kept imports and exports 
roughly in balance in 1975, Major imports consisted of 
foodstuffs, consumer durables, heavy machinery, and 
transportation equipment. 


The commercial banking sector has continued to expand 
rapidly in 1975, with 15 commercial banks now operating 
in Oman. Domestic credit granted by the commercial 

banks expanded rapidly in 1975, both to the private sec- 
tor and the Oman government. Much of the increase in 
bank loans was made possible only by a large increase in 
the foreign liabilities of the commercial banking sector. 
The economic boom in Oman, which has made real estate, 
construction, and commerce highly profitable to investors, 
has created an increasing demand for credit for these 
sectors which could not be wholly filled by the commercial 
banks. This caused a severe credit squeeze on private 
firms during much of 1975. 


Since almost everything required by the Omani economy has 
to be imported, Oman is vulnerable to inflation caused by 
high prices of imported goods, Inflation, which by one 
estimate ran at an annual rate of 80 per cent in 1973, 
Slewed to approximately a 20 per cent annual increase in 
1974, but the cost of living remains high and is still 
growing fast. The inflation can partly be attributed to 





large markups by local merchants after goods reach Oman, 
as well as a 102 per cent growth in the money supply in 
1974, caused by recurring government budget deficits. 
Food and rent for housing have been particularly subject 
to inflationary pressures, although the retail prices 
of some basic foodstuffs are now indirectly controlled 
by government subsidies, 


IMPLICATIONS FOR THE U.S. 


UeSe commercial exports and management services in Oman 
have shown enormous growth in recent years. Omani firms 
as well as the government have indicated a desire to 
purchase what they regard as reliable and high-quality 
American technology. An Omani firm or citizen is re- 
quired in order to market products in Oman, and it is 
generally prohibited to sell a product here through an 
agent based elsewhere, 


Many American contributors to Omani development are con- 
centrated in the petroleum and mineral sectors. Besides 
Sun Oil with its offshore drilling program, a number of 
other American oil companies are exploring investment in 
oil and gas drilling. Williams Brothers International of 
Tulsa, Oklahoma, and Halliburton Company of Duncan, Okla- 
homa, continue to provide essential expertise in maintain-~ 
ing the pipelines. Marshall Exploration of Houston, Tex- 
as, has already found significant reserves of copper which 
may be large enough for commercial exploitation. Tetra 
Tech of Arlington, Virginia, is advising the Ministry of 
Agriculture, Minerals, Fisheries, and Petroleum on util- 
ization of Oman's hydrocarbon resources. 


American expertise is also helping to develop Oman's in-~ 
frastructure, Pan American Airways now manages Seeb In- 
ternational Airport, and the Federal Aviation Administra- 
tion has signed a five-year contract to provide personnel 
licensing, communications, and airport planning experts 
for the Oman Directorate of Civil Aviation, Louis Berger 
Company of East Orange, New Jersey, provides consulting 
services on road construction. A New York-based construc- 
tion firm, Grove International, has won a $30 million cone 
tract to build a road from near the capital to an isolated 
eastern fishing village. The Oman government has selected 
Teleconsult of Washington, D.C., to advise the Communica- 
tions Ministry on operation of the telephone systen. 


The American banking community is showing growing interest 

in Oman. First National City Bank of New york established 

a branch in Muscat in August 1975, and a number of American 
banks have participated in loans to the Oman government, 





A representative of Riggs National Bank of Washington, 
DeCe, Serves as an adviser to the Central Bank of Oman, 


UeSe merchandise exports to Oman have grown rapidly in 
the last few years. According to the U.S. Department of 
Commerce, the $49.6 million in goods sent to Oman in the 
first seven months of 1975 is 33 per cent more than the 
total amount sent during all of 1974. U.S. firms are 
major suppliers of oil field equipment, air conditioners 
and other electric appliances, and construction equip- 
ment; and the market for U.S. chemicals, pharmaceutical 
products, telecommunications equipment, and foodstuffs 
is growing. In recognition of Oman's desire for fisher- 
ies development, the Embassy staged a marine products 
catalog show in May 1975 which elicited widespread inter- 
est. 








INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- (BDEconomic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


BDenanges in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- 
tions. a Notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 


West and Central Africa 3865 
East and South Africa 4927 


France and Benelux 
Countries 4504 
Germany and Austria 5228 
Italy, Greece and Turkey 3944 
Nordic Countries 3848 
Spain, Portugal, Switzer- 
land and Yugoslavia 2795 


Australia and New 
Zealand 

East and South Asia 

Japan 

Southeast Asia 


Latin 


America 
Brazil, Argentina, 
Paraguay and Uruguay 5427 
Mexico, Central America 
and Panama 2314 


Remainder of South 
4424 America and Caribbean 
Countries 


United Kingdom and 
Canada 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 

Iran, Israel, Egypt 


Bureau of East West Trade 
Eastern Europe 
USSR 
Peop'es Republic of China 
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